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REBUTTAL OF U S WEST. INC.

U S WEST, Inc. ("U S WEST") hereby submits its Rebuttal in support of its

Direct Case filed on February 27, 1998 in the above-referenced proceeding. l The

three parties that filed Comments have not presented any valid criticisms of the

methodologies that U S WEST employed in its access tariff.

I. THE COMMISSION CANNOT RETROACTIVELY RECALCULATE CCL
CHARGES USING AT&T'S BFP METHODOLOGY

In its Comments, AT&T Corp. ("AT&T") stubbornly continues to urge the

Federal Communications Commission ("Commission") to retroactively recalculate

Carrier Common Line ("CCL") charges using the Base Factor Portion ("BFP")

methodology that AT&T has developed.2 Not surprisingly, AT&T fails to mention

that the Commission rejected AT&T's previous attempt to accomplish the same

I Direct Case ofU S WEST, Inc., filed Feb. 27,1998. Erratum to Direct Case filed
Mar. 5, 1998 ("U S WEST Direct Case").

2 AT&T Corp. Comments on Direct Cases, filed Mar. 16, 1998 at 12 ("AT&T
Comments").

'-- ----------- -------



thing.3 Moreover, AT&T does not even attempt to defend the legality of its proposed

post hoc adjustment to CCL charges.

U S WEST demonstrated in its Direct Case that the Commission has no

authority to make the historical adjustments advocated by AT&T or to find

unreasonable a rate that it has itselfprescribed.4 AT&T's argument that the

Commission should reconstruct history and determine the affected local exchange

carriers' ("LEC") CCL as if their previous BFP forecasts had been perfect is nothing

more than a request for the Commission to engage in an unlawful retroactive

revision of its price cap rules. There is nothing in the Commission's existing rules

which requires BFP forecasts to be trued up as if they were 100 percent accurate --

to the contrary, the Commission expressly mandated the use of BFP forecasts as

opposed to historical data. Thus, the adjustment proposed by AT&T would

necessitate a rule change.

In addition, by prescribing the use of BFP forecasts to calculate End User

Common Line ("EUCL") rates, the Commission has effectively prescribed the

formula that U S WEST must use to calculate CCL rates. Because U S WEST has

always abided by these prescriptions in calculating its CCL rates, the Commission

cannot determine that these rates are "not justified" under Section 204(a) of the

Communications Act of 1934, as amended.

3 In the Matter of 1997 Annual Access Tariff Filings, CC Docket No. 97-149,
Memorandum Opinion and Order, FCC 97-403, reI. Dec. 1, 1997 ~ 98 ("Annual
Filing Order").

4 U S WEST Direct Case at 5-7.
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While US WEST agrees with MCI Telecommunications Corporation ("MCI")

that the Commission must establish a clear methodology for projecting the line port

component of the BFP on a going-forward basis, that issue has no relevance to the

instant proceeding.s As MCI recognizes, line port projections will be a component of

the July 1, 1998 annual filing and subsequent annual filings, but they bear no

relation to the access tariffs implementing the Access Charge Reform Order.6 Any

issues relating to the methodology for future tariff filings should be addressed in a

separate proceeding.

II. THE COMMISSIONS PRECEDENT DOES NOT SUPPORT USE OF
AT&T'S PROPOSED REVENUE RATIO METHODOLOGY

U S WEST demonstrated in its Direct Case that it properly calculated the

costs of line-side ports and dedicated trunk ports based on the revenue requirement,

rather than revenues, associated with these ports.7 The use of a revenue

requirement calculation is appropriate because revenues often bear little, if any,

relationship to costs in a price cap regime. Thus, if the Commission were to require

LECs to calculate exogenous adjustments for the costs of line-side ports and

dedicated trunk ports on the basis of revenues, then it must reconsider the Access

Charge Reform Order, which plainly requires a "cost" adjustmene

S MCI Comments on Direct Cases at 11 ("MCI Comments").

6 ld. In the Matter of Access Charge Reform, First Report and Order, 7 Comm. Reg.
(P&F) 1209 (1997) ("Access Charge Reform Order"); appeals pending sub nom.
Southwestern Bell Telephone Company v. FCC, No. 97-2618 (8th Cir.).

7 U S WEST Direct Case at 9.

8 Access Charge Reform Order, 7 Comm. Reg. (P&F) at 1245-47 ~~ 125-29.
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AT&T is simply wrong in arguing that the Commission's precedent supports

its proposed revenue ratio methodology for moving line ports to the Common Line

Basket from the Local Switching category in the Traffic Sensitive Baskee When

the Commission moved Local Transport rate elements from the Traffic Sensitive

Basket to the Trunking Basket, entire rate elements (along with their associated

revenues) were being moved between baskets. Here, a portion of an existing rate

element is being removed and rolled into other existing rate elements. Therefore, it

makes no sense to use the same revenue methodology previously used by the

Commission for moving whole rate elements.

Likewise, AT&T's reliance on the Commission's precedent with respect to

Line Information Database Services ("LIDB") is misplaced. Once again, that

proceeding involved moving whole LIDB rate elements from the Trunking Basket to

the Database Category of the Traffic Sensitive Basket. Moving anything other than

the actual revenues recovered by these rate elements would have been

inappropriate. However, these revenues may be either higher or lower than a

calculation based on the ratio ofLIDB costs to Trunking Basket total costs or the

High CaplDDS category costs times the revenues in the relevant basket!

category.

A more analogous precedent is the Commission's Local Transport

Restructure. In that case, the rate elements in the Local Transport category of the

Traffic Sensitive Basket were entirely restructured into a new set of rate elements

9 AT&T Comments at 18.
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recovering, in total, the same revenues that had been recovered under the old equal

charge structure. The former equal charge structure was changed to a combination

of a flat-rated Entrance Facility, a fixed and per mile monthly-rated Direct Trunk

Transport, a fixed and per mile per Minutes of Dse ("MOD")-rated Tandem

Transmission element, a per MOD-rated Tandem Switching element, and a per

MOD-rated Interconnection element.

However, in setting the new rate elements, the Commission did not simply

apportion the total revenues in the category proportional to the ratio of the cost of

each element to the total cost of all elements in the Local Transport category.

Instead, the Entrance Facility was arbitrarily set at special access rates. The DTT

rates were based on special access rates adjusted for the ratio of DSl to DS3

facilities subject to a 9.6 benchmark set by the Commission. Tandem Transmission

was set based on equivalent DSl and DS3 rates, rated by a copper to fiber ratio and

calculated using 9000 MOD per Voice Grade Circuit. The Tandem Switching

element used 20% of the Tandem Part 69 revenue requirement adjusted for certain

exogenous adjustments in the Annual Filing. All remaining revenues were to be

recovered in the Interconnection Charge, rated on a per MOD basis. Thus, Local

Transport Restructure involved several different methodologies for actually rating

elements -- rates based on other existing analogous rate elements, revenue

requirement, and a leftover bucket, the Interconnection Charge, in which to retrieve

remammg revenues.

In the instant proceeding, there was no line-port rate element in existence

prior to the Access Reform Tariff Filing, nor is there such an element at this time.
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As a result, there is no basis on which to determine the appropriate level of recovery

for this cost. In any case, price cap regulation was supposed to cut the cord between

price and cost and allow a more market based approach to pricing. One could argue

that line ports, as a common line element, should be recovered in line with the ratio

of common line revenues to common line costs (both excluding line ports), a number

that is significantly lower than even the 11.25% used to calculate BFP. D S WEST

contends that the use of revenue requirement based on an 11.25% rate of return, as

has been used in numerous other instances is a reasonable method for making these

adjustments.

III. THE COMMISSIONS PROPOSED METHODOLOGY FOR
RECALCULATING THE TIC BASED ON ACTUAL MOU IS
CONSISTENT WITH THE ACCESS CHARGE REFORM ORDER

MCl's argument that the Commission cannot permit LECs to increase their

Transport Interconnection Charge ("TIC") as a result of recomputing tandem

switched transport ("TST") rates using actual MOU is contrary to the plain

language of the Access Charge Reform Order, which requires that price cap LECs

calculate their TST rates using the actual average MOD per trunk for that service. JO

In support of its argument, MCI relies on dicta in the Access Charge Reform Order

which suggests that the Commission assumed the use of actual MOU to calculate

TST rates would increase these rates and reduce the TIC. ll However, there is

nothing to suggest that the Commission intended to prohibit increases in the TIC

resulting from the use of actual MOD, nor should the Commission have done so in

10 Access Charge Reform Order, 7 Comm. Reg. (P&F) at 1265 ~ 206.
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the context of a revenue neutral restructuring. Moreover, MCI is wrong when it

asserts that LECs "may choose to decrease their tandem switched transport rates)

but are not required to do SO.»12 The Commission plainly and unambiguously

directed incumbent LECs to develop TST rates based on actual MOU. 13

MCI also argues that LECs should be required to recompute their 1993 TST

rates using the circuit loading figure they provided to the Commission in their

comments filed in the Access Charge Reform proceeding. J4 However) the usage data

submitted in these comments was an estimate based on an incomplete methodology

that has since been modified and improved, whereas the usage data submitted in

the tariff filings is based on the updated accurate methodology. There is no reason

to use unreliable data merely to serve MCfs purposes.

IV. THERE IS NO BASIS FOR CREATING AN EXEMPTION FROM THE
ASSESSMENT OF THE PICC FOR INWARD-ONLY LINES

ITC"DeltaCom Communications, Inc. ("ITG') requests that the Commission

create an exemption from the assessment of the Presubscribed Interexchange

Carrier Charge ("PICG') for inward-only lines, complaining that such an

assessment provides a new and unwarranted revenue stream for incumbent LECs,

and that it is overly burdensome and confusing to the end user. J5

The PICC is not a new charge, but rather a restructuring of prior charges

11 MCI Comments at 15.

12 Id. at 16.

13 Access Charge Reform Order, 7 Comm. Reg. (P&F) at 1266 ~ 208.

14 MCI Comments at 15.

15 Comments of ITC"DeltaCom Communications, Inc., filed Mar. 16, 1998 at 1-3.

7



MAR 23 '98 12:43PM US WEST P.l/!

assessed on interexchange carriers f'IXC"). In the case of inward-only lines, the

PICC is a98e~seddirectly on the end user because there is no PIC'ed IXC.

Therefore, lTC's claim that new entrants are somehow competitively harmed by the

assessment of the PIce on inward-only lines has no basis in fact. In addition, even

though the end user does not originate traffic on inward-only lines, the fact remains

that these lines carry interstate traffic and have an interstate allocation. Further,

any end user confusion or frustration resulting from the PICC has an equivalent

effect on incumbent LEes and new entrants. In short, ITC has not presented a

valid argument for exempting inward-only line from assessment of the PICCo

For these reasons, the Commission should reject the arguments raised by the

commenters to the extent discussed herein.

Respectfully submitted,

U S WEST, INC.

By:
Rieha
Jeffry A. Brueggeman
Suite 700
1020 19th Street, N.W.
Washington, DC 20036
(303) 793-6352

Its Attorneys

Of Counsel,
Dan L. Poole

March 23, 1998
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CERTIFICATE OF SERVICE

I, Rebecca Ward, do hereby certify that on this 23rd day of March, 1998, I

have caused a copy of the foregoing REBUTTAL OF U S WEST, INC. to be served,

via first class United States Mail, postage pre-paid, upon the persons listed on the

attached service list.

U:c~LJ~
Rebecca Ward

*Served via hand-delivery

(CC97250a)
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Federal Communications Commission
Room 814
1919 M Street, N.W.
Washington, DC 20554
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Federal Communications Commission
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1919 M Street, N.W.
Washington, DC 20554

*Susan P. Ness
Federal Communications Commission
Room 832
1919 M Street, N.W.
Washington, DC 20554

*Jane E. Jackson
Federal Communications Commission
Room 518
1919 M Street, N. W.
Washington, DC 20554

*Competitive Pricing Division
Federal Communications Commission
Room 518
1919 M Street, N. W.
Washington, DC 20554
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*Gloria Tristani
Federal Communications Commission
Room 826
1919 M Street, N.W.
Washington, DC 20554

*Harold Furchtgott-Roth
Federal Communications Commission
Room 802
1919 M Street, N.W.
Washington, DC 20554

*A. Richard Metzger, Jr.
Federal Communications Commission
Room 500
1919 M Street, N.W.
Washington, DC 20554

*Judith A. Nitsche
Federal Communications Commission
Room 518
1919 M Street, N.W.
Washington, DC 20554

*International Transcription
Services, Inc.

123120th Street, N.W.
Washington, DC 20036



R. D. Boswell
BellSouth Telecommunications, Inc.
675 Peachtree Street, N.E.
Atlanta, GA 30375

Robert M. Lynch
Durward D. Dupre
Southwestern Bell Telephone

Company, et al.
Room 2403
One Bell Plaza
Dallas, TX 75202

Emmanuel Staurulakis CONCORD

John Staurulakis, Inc.
6315 Seabrook Road
Seabrook, MD 20706
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Drinker, Biddle & Reath, LLP
Suite 901
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Washington, DC 20005

Edward Shakin
Edward D. Young III
Michael E. Glover
Bell Atlantic Telephone Companies
8th Floor
1310 North Court House Road
Arlington, VA 22201

Gail L. Polivy
GTE Service Corporation
Suite 1200
1850 M Street, N.W.
Washington, DC 20036
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Eric Fishman
Paul J. Feldman
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11th Floor
1300 North 17th Street
Rosslyn, VA 22209

Jay C. Keithley
Sprint Communications Company, Inc.
11th Floor
1850 M Street, N.W.
Washington, DC 20036-5807

M. Robert Sutherland
Richard M. Sbaratta
Rebecca M. Lough
BellSouth Telecommunications, Inc.
Suite 1700
1155 Peachtree Street, N.E.
Atlanta, GA 30309-3610

Wendy Blueming
Southern New England Telephone

Company
227 Church Street
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Pacific Bell and Nevada Bell
Room 1529
140 New Montgomery Street
San Francisco, CA 94105

Michael J. Shortley III
Frontier Telephone Companies
180 South Clinton Avenue
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Benjamin H. Dickens, Jr. CHILLICOTHE
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Suite 300
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Washington, DC 20037

Christine Jines
SBC Communications Inc.
Suite 1100
1401 I Street, N.W.
Washington, DC 20005

Jacob J. Goldberg
NYNEX
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Washington, DC 20005

Michael S. Pabian
Ameritech
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2000 West Ameritech Center Drive
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Albert Shuldiner
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St. Louis, MO 63101
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10th Floor
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